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1. In May 1948 a Tunporian delecetion, composed of Gyorgy Palffy-Oesterreicher,
Istven intos and Istvan Frisch, went to Moscow to nerotiate a loan of
raw moteriels for the production of war meterial in Hungurien factories.
Minancial sssistence was not requosted. 4 sirnifCicant factor in these
nerotiations is thaot they wore held botween the Soviet and llungarian
Sovernments and not, as in previous nojotiations, between the two
Cormmunist Parties. Detcils of the nesotiations wore rept secret from.
officials of the Wingurian Communist Party. ) .

2. The delepation returned to Budapest in mid-June with a favorable report
to the Ministries concerned. The only i~dicution of the succoss of the
nesotistions is that the orgunizaticn and planning for the roarmament
of the Hungarian Army has since beon prs..tly accelorated, new barracks
arc boing oconstructed, and cdemaged buildings repaired throughout the
country. TFurthermore new uniforms bhnve been supnliod to the ungarian
irmy, and each.soldier now possesses three umiforms.

3. There has not, howover, beon any actial production of war material
following those negotiations. The only factory produeing war matorial
in Hungary at the -resent tine is the Janubia factory neur Budupest,
vhose output is linited to the manufec'ure of pist~ls for the lungarian
Polico. :

4, The Hungarian Govermment has been at «mpting to import war matorial from
other countries, chiefly Italy. Hunguricn purcheses from Itely have
consistod orincipelly of siall quantities of formor~imerican surplus
war naterial. :

5. loquosts by thae lsrcol Covernment for li~ht armamonts from Huncory have
been turned dovm. The rocuests wore rwde by too roprasentaiives of the
Stute of Israel Commorcial Corporution who were sent to the Huncarian
Supreme Tcononic Comeil by the Huniarian Cormunist Party.
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